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SUBJECT: TARZANA TREATMENT CENTERS - A DEPARTMENT OF PUBLIC
HEALTH DIVISION OF HIV AND STD PROGRAMS PROVIDER
CONTRACT COMPLIANCE REVIEW

We completed a contract compliance review of Tarzana Treatment Centers (Tazana or
Agency), which included a sample of transactions from Contract Year (CY) 2012-13.
We also reviewed CY 2011-12 Cost Reports. The Department of Public Health Division
of HIV and STD Programs (DHSP) contracts with Tarzana to provide Ryan White
Comprehensive AIDS Resources Emergency Act (Ryan White) services such as case
management, residential rehabilitation, and health education.

The purpose of our review was to determine whether Tazana províded the services
outlined in their County contracts and appropriately spent DHSP funds. We also
evaluated the adequacy of the Agency's fínancial records, internal controls, and
compliance with their contracts and other applicable guidelines.

We reviewed nine contracts between DHSP and Tarzana, for which DHSP paid
Tarzana approximately $1.5 million on a cost-reimbursement and fee-for-service basis
which covered various contract months from January 2012 to March 2013. Tarzana
provides services to clients residing in the Second, Third, Fourth, and Fifth Supervisorial
Districts.

Help Conserve Paper - Print Double-Srded
"To Enrich Lives Through Effective and Caring Service"



Board of Supervisors
March 3,2015
Page 2

Results of Review

Tazana maintained adequate documentation to support clients' eligibility for DHSP
services. However, the Agency charged DHSP $118,196 ($t06,403 for the fee-for-
service contracts and $11,793 for the cost-reimbursement contracts) in questioned
costs and did not always comply with their County contract requirements. For example,
Tarzana charged:

Fee-For-Service Expend itures

a $39,412 ($ZZ,ZS5 + $12,999 + $4,058) for professional and rent expenditures that
were not supported by adequate documentation, and not allocated appropriately.
We noted similar findings in our prior monitoring review.

Tarzana's attached response indicates that they disagree with the $12,999 in
questioned rent expenditures because the rent expenditures were allocated
appropriately based on their cost allocation system. However, the cost allocation
documentation provided did not adequately support the $12,999.

In addition, Tarzana's response indicates that they cannot adjust their general ledger
for the $39,412 because the period under review has been c/osed. This will be
addressed during the resolution process. Tarzana agreed to ensure that the other
re com me nd ation s are ímple me nted.

$32,828 for rent expenditures that were double-postedo

Tarzana's response indicates that they agree with the finding, but cannot adjust theír
general ledger because the períod under review has been closed. This will be
addressed during the resolution process.

a $gOA for unallowable lab expenditures, such as services for non-Ryan White clients

Tarzana's response indicates that they agree with the finding and wíll ensure
expend itu res are allowable.

Cost-Reimbursement Expenditures

$1,748 for supplies that were delivered after the contract term ended. We noted a
similar finding in our prior monitoring review.

Tarzana's response indicates they did not have time to bill the expenditures to the
correct contract term because the contract period ended by the time they received
the audit findings.

a
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a $1,296 for rent expenditures that were not supported by adequate documentation,
appropriately allocated, and based on actual activity as required. We noted a similar
finding in our prior monitoring review.

a

Tarzana's response indicates that the $1,296 was appropriately charged. However,
the documentation provided did not adequately support the questioned cosfs.

Pavroll

$42,004 for unsupported shared payroll expenditures. Specifically, Tarzana
provided documentation that they allocated payroll costs based on estimated
allocation percentages, instead of actual activity as required. After our review, the
Agency provided additional documentation to support $38,768 in payroll
expenditures. The remaining questioned costs are $3,236 ($t,769 for fee-for-
service and $1 ,467 for cost-reimbursement).

Tarzana's response indicates that the remaining questioned cosús relates to one
employee who worked 100% on DHSP contracts. However, the expenditures were
not supported by the employee's time reports.

Details of our review, along with recommendations for corrective action, are attached.

Review of Report

We discussed our report with Tarzana and DHSP. Tarzana's attached response
indicates they disagree with some of our findings and recommendations. DHSP and the
Auditor-Controller will work with Tarzana to ensure that the recommendations are
implemented.

We thank Tarzana management and staff for their cooperation and assistance during
our review. lf you have any questions please call me, or your staff may contact Don
Chadwick at (213) 253-0301 .

JN:AB:DC:EB:KU

Attachments

c: Sachi A. Hamai, lnterim Chief Executive Officer
Cynthia A. Harding, M.P.H., lnterim Director, Department of Public Health
Scott Taylor, Chairman Emeritus, Tarzana Treatment Centers
Albert M. Senella, President and Chief Executive Officer, Tarzana Treatment

Centers
Public lnformation Office
Audit Committee



Attachment I

TARZANA TREATMENT CENTERS
DIVISION OF HIV AND STD PROGRAMS

CONTRACT COMPLIANCE REVIEW
CONTRACT YEAR 2012.13

ELIGIBILITY

Obiective

Determine whether Tarzana Treatment Centers (Tazana or Agency) provided services
to individuals who met the Department of Public Health Division of HIV and STD
Programs (DHSP) Ryan White Comprehensive AIDS Resources Emergency Act (Ryan
White) eligibility requirements.

Verification

We reviewed the case files for 30 (4o/o) of the 803 clients who received services from
March 2012 through March 2013 for documentation to confirm their eligibility for Ryan
White services. The 30 case files represent services províded to 27 clients.

Results

Tazana had documentation to support the eligibility of the 27 clients revÍewed

Recommendation

None.

PROGRAM SERV¡CES

Obiective

Determine whether Tarzana provided the services required by their County contracts
and DHSP guidelines, clients received the billed services, and the Agency collected
fees from eligible clients in accordance with their County contracts.

Verification

We visited one Tarzana service site, and reviewed the case files for 30 (4o/o) of the 803
clients who received services from March 2012 through March 2013. We also
determined whether the Agency collected fees from clients in accordance with the
Agency's approved client fee schedules.

AU DITOR-CONTROLLER
COUNTY OF LOS A'VGELES
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Results

Tarzana provided the services required to the 27 clíents reviewed. However, the
Agency's client fee schedules were not in compliance with Ryan White requirements,
and Tarzana did not obtain approval from DHSP for their client fee schedules as
required by Paragraph 48 of the Additional Provisions of their County contracts. We
noted similar findings in our prior monitoring review.

Recommendations

T arzana Treatme nt Cente rs management:

Revise their client fee schedules to be in compliance with Ryan White
requirements.

Obtain approval from the Division of HIV and STD Programs for their
client fee schedules, as required by their County contracts.

CASH/REVENUE

Obiective

Determine whether Tarzana properly recorded revenue in their financial records,
deposited cash receipts into their bank accounts timely, and that bank account
reconciliations were prepared and approved by Agency management timely.

Verification

We interviewed Tarzana management, and reviewed their financial records and
February 2013 bank reconciliations for three bank accounts.

Results

Tazana properly recorded revenue in their financial records, deposited DHSP cash
receipts timely, and bank reconciliations were prepared and approved by Agency
management timely.

Recommendation

None.

AU DITOR-CONTROLLER
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T arzana Treatme nt Gente rs Pase 3

EXPE NDITURES/COST ALLOCATION PLAN

Obiective

Determine whether Tarzana's Cost Allocation Plan (Plan) complied with their County
contracts, and if expenditures charged to DHSP were allowable, properly documented,
and accurately billed.

Verification

We reviewed Tarzana's Plan and their financial records for 26 non-payroll expenditures,
totaling $71,971, that the Agency charged to DHSP from January 2012 to March 2013.
Based on the results of our initial review, we expanded our sample to include an
additional $30,273 in rent expenditures charged from March 2012 to February 2013. ln
total, we reviewed a total of $102,244 in expenditures ($82,331 for fee-for-service and
$19,913 for cost-reimbursement). We also interviewed Agency personnel.

Results

Tazana prepared their Plan in compliance with their County contracts. However, the
Agency charged DHSP $76,192 in questioned costs. Specifically:

Fee-For-Service

Tarzana charged $73,148 ln questioned costs under their fee-for-service contracts
Specifically, the Agency charged:

$32,828 for rent expenditures that were double-posted

$22,355 for legal fees that were not allocated to administration as required, and
incurred before a professional agreement was established.

$12,999 for rent expenditures that were not supported by adequate documentation,
allocated appropriately, and based on actual activity as required. We noted a similar
finding in our prior monitoring review.

$4,058 for consultant expenditures that were not supported by adequate
documentation.

a

a

a

. $908 for unallowable lab expenditures, such as services for non-Ryan White clients.

Cost-Reimbursement

Tazana billed DHSP $3,044 in questioned costs under their cost-reimbursement
contracts. Specifically, the Agency billed:

AU DITOR-CONTROLLER
COUNTY OF ¿OS A'VGELES



a $1,748 for supplies that were delivered after the contract term ended. We noted a
similar finding in our prior monitoring review.

$1,296 for rent expenditures that were not supported by adequate documentation,
appropriately allocated, and based on actual activity as required. We noted a similar
finding in our prior monitoring review.

O

Recommendations

T arzana Treatment Ce nters manageme nt:

3. Repay the Division of HIV and STD Programs $3,044, or provide
adequate documentation to support the expenditures.

4. Reduce the fee-for-service program expenditures by $73,148, or
provide adequate documentation to support the expenditures.

Maintain adequate documentation to
allocation percentages used.

support expenditures and5

6 Ensure expenditures are allocated appropriately, recorded accurately,
and allowable.

Establish professional agreements before receiving professional
sewices.

Ensure allocations are based on actual activity.

9. Ensure that billed expenditures are incurred during the contract
period.

PAYROLL AND PERSONNEL

Obiective

Determine whether Tarzana appropriately charged payroll costs to DHSP, and
maintained personnel files as required.

Verification

We compared the payroll costs for eight employees, totaling $60,403 from March 2012
to February 2013, to the Agency's payroll records and time reports. We also
interviewed staff, and reviewed personnel files for the same eight employees.

AU DITOR-CONTROLLER
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T arzana Treatment Centers Paqe 5

Results

Iarzana maintained personnel files as required. However, the Agency did not provide
adequate documentation to support that $42,004 (7)o/o) in shared payroll expenditures
was allocated using an acceptable allocation method. Specifically, Tarzana provided
documentation that they allocated payroll costs based on estimated allocation
percentages, instead of actual activity as required. After our review, the Agency
provided additional documentation to support $38,768 in payroll expenditures. The
remaining questioned costs are $3,236.

Recommendations

Refer to Recommendations 5, 6, and I
10. Tarzana Treatment Centers management reallocate the $3,236, revise

their financial records, and repay the Division of HIV and STD
Programs for any overbilled amounts.

COST REPORTS

Obiective

Determine whether Tarzana's Contract Years (CY) 2011-12 and 2012-13 Cost Reports
reconciled to their financial records.

Verification

We compared the Agency's CYs 2011-12 and 2012-13 Cost Reports to their financial
records.

Results

Tarzana's CYs 201 1-12 and 2012-13 Cost Reports reconciled to their financial records.

Recommendation

None

AU DITOR-CONTROLLER
COUNTY OF ¿OS A'VGELES
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Janury 30, 2015

Mn John Naimo
County of Los Angcles
Depanme nr of Audiror-conuu ller
500 ïirest Temple StrËot, Room 525
Los Angeles, Califb¡nia 900 I 2-3873

RE; Contract Complience Revicw
Cortt¡uct Yce,re 201l-12 and 2012-13

Dea¡ Mr. Naimo:

We are rÊspoüding lo yoû findings in your r€poft dflEd Jatruory 2Q 2015, oopy anåf,.hcd.

Recommdrdaliqn - Protram Seffices

Tarzana managerneut:

l. lhvise their clirnt fee sehedules to be in oompllance with Ryan White r€qu¡rÊments,
2. Obtsin appmvÐl from thc DMsion of HTV and STD Programs for their client fee

schedules, as requir€d by their County cônE¡rçtÊ-

Resnonse - P¡ogram Service*

l. 'lTC has prwiously subm¡ttcd and rcceivcd åpproval frorn OAPP on a sl¡dirg scslc t'ce
ossessütert tool. We te willing to zubmit an updated clie,nt fee schedule so thnt it can be
approved ín complianoe with R¡an White roquirvments- rùre agree to submit En updated
clicnt fre rchedule wilhin 30 d*ys.

2, TTC tg¡tÈs to obtàin approval for our client fee schedules, as ÌÈquir€d by our County
contact¡, lüe agree to submit our client f€E schcdules for appronal within 30 days.

sf'rtE t9l2
Í¡ßIÁflÀ. ¡tÉ3EöÂ t Hu$Irtrlrncf ' (4lr(;iiFrtci{ r i.,{ilc.rilÍil r 9.¡,t¡i,rÞitf

DETC:flFI(ATIOH . IE5IDENTìÂI . PESt'EMIQH . VJÊÀ.IEN'S SERVICÉ$ . çOMMI¡NÍTT EDU(ANON . FAII4ITY ¡IIEbICAI. CA'F . II{EMTâI TIEALIX
ouTPÀrEN¡ . ïQ{Jf¡{ ÊClYlCt$ . solEt ilytNc . l{fy/¡rDs savtcEs . AFfEn caRE . tAMllr lE(vtcÉs . DoMEiÜc ytotfHEE
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Mr. JohnN¡imo
Cornrty of L¡s A¡ælcs
January 30,2015
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3. Rcpay the Division of HIV ed STD Pmgrrms ¡3,(X4, or providc adcquarc
documcntation to sl¡pport th oçcndiürcs.

4. RÊdrrc the fe+for-svbc p¡ogru øçcodinues by SR,l48, or plovide rdequæ
documt¡tion to srrypøl thc cxpadihrcs.

5. Meint¡in tdcqr¡úc documl¡tÍon to $¡pport ørpcø¡tr¡¡cs ¡¡d dlocåtlon psræotrScs
rsGd.

6. E¡sr¡r€ cxpcoditures a¡e ellocatod omropri¡rc|¡ rccordcd æcureteþ, and gllouðblc.
7. Establish professional agtwtrcffi bcforc Gcciving professiual ccryiccs
8. Eûs¡rr allocations ap baæd on act¡al activity.
9. Enn¡rc th¡¡ biüod e:Acúdih¡rts uc incr¡nod dr¡rir¡g hc comær paioa.

Rcqpons - E:qDsndiùrcJCost Allocúion Pl¡n

3. The County b8 irdicdcd fui it egrccs th¡t ùe ¡1,74t in prcgram supplies wcrp r¡scd for
scrì,icing cfiæq albcÍt ¡n üe st co¡ürt psrio4 bccår¡rc üe spplics ûtæ not
læcivod until ¡ñer tbc co¡rtrær pcrio¿ Since thc Couty audit findingr uærË not rcceivod
rntil approximaæly I 'rá yecrs sfrcr üÊ cmts¡ct pcrio{ üis did mt ¡llow r¡s timc to bill
tüe æ¡¡t contræt pøiod for thc srryplies r¡¡cd" We do noû bclkn/G re úor¡ld be roquirod to
æpay lhis unor¡ûq and rcqwrr ûat üris itqn bc djr¡fcd to ao.

tffc bcliew úu the 31,296 Ellocatrd to rcut el$cnsc was rypnopriaely ch¡rgod to thc
prog¡ûn. Rcat wus ¡djrrrcd d th cnd/clocing tcrur of ùc contrrct" uùile tal¡ng
coosidcrrtioo of a hdga modific¡tion appnowl.

4. \ilc c¡nrct adjust or¡r gmcral ledger bocûr& thÊ pcriod ¡dÊr rsviar h¡s bæn cloæd.
We will !o aontinuc to nalce errcry cfforr to cos¡rç tha¡ oosts uc a@ualcly documcntcd.

Thc qxtionod costs of ¡32,t28 for rcm expenditrcs was not doublepostod. Althot¡gh
thig ¡mor¡al wrs postcd in orgærrl lcdgcr, it w¡s not cl¡id as an orpcndinrc on r¡y
of or¡ Cormy cost rcpolts. Wc ce¡r¡ot adjus our generat lcdggr bccst¡sc tb psriod rmder
rwicw hås bæ0 clo¡où

We have adjrntod or¡r foefor-scrvic€ orpcaditurcs on our ¡ne¡ded cost rcpon filed wiû
L.ll. Cor¡nty in Ifty 2013.

Rent cpendinrcs rverc dloc¡tod rryoeristcly besed on orn FTE bc$d cost dlocatioa
sylcln- Thc conæt u¡ount of rcat ¡llocúioo of S12,999 rvrs chargod to thc pmgrsn sg

cviclencod by the tmormt chúged on tho c6t rqport.
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Tb $908 l¡b ærviccc wæ costs iærncd ûo opsræ this prcgram r¡d scrrc clicots cveo
thougtr clionB rvb wrc æaud oay not h.vc q¡¡Eliñcd as R¡'m Whitc cliems. Thcrc
chûrgca rrtæ ætrnl costs imurrcd od rrcrc eoød tD ùc gcnenl ledget. It was hcr
dctcrnincd thst the qrstioncd chrgÉ wcrp for Med¡Cr¡ clicnts. We will ttrakc êrcry
effort ùo veriS th.t tb clfonls çnli$ rs Rpn Whitr clicns at thc time of rdnissioo o
thcp,rcgram"

5. lVe sûive to coûtitrr¡c to implove our rËco[d k epug ed alloctt¡on docuureoBtíon. Wo
agrce to mrintaiu adoquræ docr¡srcütim-

6. Wc aguc to cûs¡¡r cxpcndiûucs arc dlocaod leeropridÊlly, recodod æurüdy, æd arc
allorrrbþ.

7. Wc egre to est¡blish proftssiørt agrcæGnß bcforc rcccivitrg pmfessioml rrviccs.

t. t#e agrec to æ¡¡r th alloc¡tiüs src bæd on actu¡l rtiyity.

9. Wc agæ to cos¡rr thü billad cxp€ndiû¡¡rs sr imuntd dt¡ring tb oonuast pcriod-

Rcconrmcndúion -Ps$troll t¡ìd Fcñonn l

10. Reatlocr¡c the 3333ó ($42,00¡ - $3l,4t6 - 972ß2), rgr/iæ tbeir finmcial rccorù, aDd

rtpoy thc Divísion of HtV t¡d STD nogrms br any ovcröillod ar¡ouls.

Rßlgoos - Pafoll od Pcnomcl

10. Wc c@t o{iüú ur geocral ldçr bccousc tc pqiod u¡der rwicw h¡E bcæ closd-
The emplo¡æc wortccd lÛWo on OAPP coûtnrcts" We do mt hrye ury ovcrtillod
rmot¡trB.
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Thank you for your cæpc¡¡tion duriry üc a¡rdir We wish ûo note th¡t there was a dclay of
appoximræly I % yean since üc ar¡dit ñeldrrcrk was complEtod until tùc exit inæryicw. Plcasc
fæl &Êc to contact mc vi¡ eoåil d ascnclla@tarzanatc.orq or by æþboæ st (tl8) ó54-3815
should you havc ury qucstions.

Rcspecúrlly,

Albert M. Seriella
Prcsidcnt and Chief Exæutive Officer


